
COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

NATURAL GAS OF KENTUCKY, INC. 1 
) 
) CASE NO. 
1 95-436 

ALLEGED VIOLATIONS OF KRS CHAPTER 278 i 
and 807 KAR 51022 1 

O R D E R  

On May 25, 1994, the Commission issued a Staff inspection 

report (attached as Appendix Awithout map) regarding gas pipelines 

and service to customers in the general area along the Barren- 

Metcalfe County line between the communities of HiEeVille and Knob 

Lick, The inspection was performed April 28, 1994, at which time 

the system consisted of approximately 14.2 miles of four- and six- 

inch main line, and 3.4 miles of a four-inch lateral line. 

According to Jadie Parsons, who identified himself as one of 

the owners, the pipeline system was installed in 1985-1986 to 

deliver gas from wells it planned to acquire or drill to the 

interstate pipeline market via a tap with Tennessee Gas 

Transmission. At the time of the inspection, no such tap existed 

and Hr. Parsons indicated that many of the wells developed were no 

longer producing gas. Mr. Parsons also stated that while 10 

customers were connected to the pipeline system, all but two had 

their own gas wells and did not depend on the pipeline for gas. 

On June 2, 1994, Natural Gas of Kentucky, Inc. ("Natural Gast1) 

submitted its response (attached a8 Appendix B) to the inspection 



report indicating that the ownerr of Natural Qwd are Jsdio Paroono, 
Mark O'Brien, and J. T. Blme. It statod it0 intontion to meek 

authority to operato the Hieeville-Knob Lick pipollno oyotom a6 a 

local gas dietribution company. Natural Qao 8100 idontifiod oight 

individuals currently connected to tho pipolinr ryotem a8 of 

June 1, 1994 and etated that 10 more aonnoctiono oxirtod but were 
not being nerved due to lack of gar ,  

On June 22, 1994, Staff met with Natural Qoo to diocuoo ita 
proposed application to oporate a gam utility for the Hiaovlllo- 

Knob Lick area. Initial filing requiremonto for tho application 
were reviewed, including a propoeed rate and tariff Cor 

distribution eerviae. Application of 807 K A R  51022 rolativo to tho 

existing pipelines and the need for prior Commieaion approval 

regarding any additions1 conetruction were a100 dlrcuoood. 

However, on November 9, 1994, Bluclgraer Oar 8alasr Inc. 
("Bluegrass Gas") filed an application dookotod a8 Coo0 No. 95- 

433,' requesting Commieelon approval for conotructicn, financing, 

rates, and authority to oporate 8II 8 utility. Tho area in which 
Bluegrass Gas proposes to provide rervice includoo tho Hioovillo- 

Knob Lick communitiee~ uoe of the pipeline foailitlar previously 
inspected by Staff in April 19941 and oonotruatlon of sddltional 

pipeline. In responee to the Commirrion'r Frbruary 22, 1995 Ordor 

in Case No. 94-433, Bluegraee 080 indicatrd that it ir ownod by 

1 Came No. 94-433, The Petition of Bluograrr Clam 8a1.6, Ino. for 
Approval of a Certificate of Convenioncr and Nmcoroity to 
Construct Facilitiee, Ap roval Of Financing, A proval of  

System. 
Initial Ratee and Operat P on of a Natural Qrr D P rtribution 
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J. T. Sime, Jadie Pareone, and Mark O'Brien and that the existing 

ayetem includes one- and two-inch "epur linea" which are 1 to 3 

yeare old. 

In reeponae to tho Commiseion'e May 24, 1995 Order in Case No. 

94-433, Bluegraee Gas stated that 52 cuetomera are currently 

recalving gao service from Natural Qae through facilitiee which it 

propoaee to eel1 to Bluegraee Gae. Although theee facilitiee are 

the eame pipeline8 which were the subject of Staff'a May 25, 1994 

inspection report, additional linae and service to addi- 

tional cuetomere have been added. According to Bluegraee Gae, 

Natural Gae ie charging theee cuetomera a $6 per Mcf rate for 

service. Natural Gas has an approved tariff on file with the 

Commission authorizing gae transportation service to two 

cuetomere12 but doee not have an approved tariff to provide 

dietribution eervice, an apparent violation of KRS 278.160(2). 

Natural Gaa may ale0 be in violation of KR8 278.020, it appearing 

that additional pipeline facilities have been constructed without 

Commieeion approval. Numeroue violatione of 807 KAR 5r022 ae 

lieted in Recommendations 4 through 9 of the nay 25, 1994 

inspection report aleo remain outetanding. 

Based upon the foregoing, the Commieeion finds that a 

- facie showing hae been made that Natural Gas and J. T. Sime, Jadie 

Paraone, and Mark O'Brien, individually, have violated KRS 

278.160(2), KRS 278.020 and 807 KAR 51022. 

2 Case No. 93-283, Gas Transportation Agreement Between Scotty'e 
Contracting and Stone Company and Natural Gas of Kentucky, 
Inc. Order dated January 31, 1994. 
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IT I S  THEREFOR0 ORDBIRED thati 

1. Natural Qae 4nd J .  T. Bimr, Jadio Paroo1181 and nark 
O'Brien, individually, rhell appear rrproorntrd by oounool at a 

hearing eoheduled for November 17, 1999 at l U f U 0  a.m., Emt6rn 

Standard Time, in Hearing Room 1 of the Commieeion'o offio.8 a t  730 

Schenkel Lane, Frankfort, Kentuoky, to ohow O8U80 why eaoh should 

not be fined lndividually pureuant to KRB 278,QQO(l) and KRB 

278.992(1) for the violatione allogod horoin. 

2. Within 10 d4yr of tho Qat. of thie Orderr Watural an8 

shall file a list of all ouetomers aurrrntly roooivlng rervioe from 
the Hieevilla-Knob Liak pipeline and tho dato rorvlao wa8 initiatd 

to each1 and a rasponee to Reomandation8 4 through Q of Staff's 
May 25, 1994 inepeotion report, epeoi~?loally lndiasting what sotion 

was taken and when it was aomplrtrd. 

3 .  Natural Qae shall not provido Borvioo to any additional 
distribution cuetomere without prior Contmi88iOn approval. 

Done at Frankfort, Kontuoky, this 6th day of October, 1995, 
PUBLIC SERVICE C O ~ I S B I O N  

ATTEST I 

a O d 4 2 L  
Executive Director 



APPENDIX A 

APPENDIX TO AN ORDER OF TEE KENTUCKY PUBLIC SERVICE 
COMMISSION IN CASE NO. 95-436 DATED10/6/95 

COMMONWEALTE OF KENTUCKY 
PUBLIC SERVICE COMMISSION 

INSPECTION NPWRT 

Hiseville-Knob Lick Gas Pipeline System 
Barren and Metcalfe Counties, Kentucky 

MAY 25, 1994 

BRIEF - 
On April 28, 1994, C O ~ I I I ~ ~ I S ~ O ~  Staff (Staff) visited the 

Hiseville-Knob Lick Gas Pipeline System (Hiseville-Knob Lick) to 

inspect all of its pipelines and customer services and to determine 

the jurisdictional status of its operations. Present for Staff 

were$ Larry Amburgey, Investigator Supervisor, Gar Pipeline Safaty 

Branch; Ralph Dannis, Manager, Gas Branch; and Mark Hoststtar, 

Geologist, GAO Branch. Reprerenting Eirsville ware Wilson Cartor 

and Jadie Parsons. A160 preeent waB Michael AarreYson representing 

m l c o  Energy, Inc. 

The pipeline facilities consist of approximately 14.2 miles of 

6-inch and 4-inch main line and a 3.4 mile, 4-inch lateral. mi8 
system is located along the Barren-Metcalfe county line betwean tho 

communities of Hiseville and Knob Lick. Also given a cursory 

inrpectlon were some rasidantial sarvlcas connected to the symta. ,a: 

A 1 1  uiuelines identifled herein have customer services. Inoludod .. - -  
.i. ; I 

.: - ; in this report are: 

1. Exhibit A - A county nup (topographic) which depicts th. ..... ,&a". _.  ..-. 
gaographical location of the pipelines/service area and 

the extent to which the pipeliner are interconnected. 

Exhibit B - A descriptive sunnary of pipeline datafls. 2. 



Seporr - Hisevillr-Knob L i c k  Gas Pipeline System 
Taqc 2 
May 1 5 .  1994 

Also identified during this inspection is a pipeline awned/ 

operated ae Bowling Green Petroleum Company and ita 3-plus milae of 

pipeline which are parallel to and croem tho Hiaeville-Knob Liok 

line and will be discussed in another inveatigation. 

INSPECTION 

During the period of 1985-86, the 17.6 milee of pipeline warn 

constructed, and a compressor station was installed and a sales tap 

made onto the Tenneesee Gas Transmimaion (TOT) pipeline by cartain 

individualo. 

This pipeline is now undar tho ownership and control of Wilaon 

Carter and Jadie Parsons. Their purpomm for the pipelino warn to 
acquire and/or drill new gas wells in the immediate area and sell 

to the interstate pipeline market via TQT. Mr. Carter statad that 

there aro 80-90 abandoned wells in the area that could be utilismd) 

however, at preeent only approximately 18 wells are connected to 

the pipeline. Mr. Parsons stated that soveral of theme wellm aro 
dead (no longer producing gas) and therefore of no use as a sourom 

I 

of supply. 4uM!#v 

$* 
It had been reported to Staff that am many am 50 c u m t o M m  

ware servad an farm tap eervicm conemarm in the pamt; howmvmr,.~ 

the time of this inspection only about 10 currant cumtomarm vera 

pointed out by Mr. Carter and Mr. Parsone. All but about 2 of 

these customers own their own gam wolls and may or m y  not be 

dependent on the pipeline aystarn gam aupply. 

I .... 
& 



The Illoevllle-Knob Lick pipolina hao bean operating a8 4 gao 

gathering oyotom and may have sold gar into tho TOT syrtem, but ir 

not doing no at thio timo. A tariff for KRS 278.485 farm tap 
. . I  . . ,, 

U R r V i C O  1\88 I \ Q t  !-@en f i l e d  with the COINlliSEiOn. Staff War not 

irotiried peior t o  tho sstabllshment of any ssrvica connacticns on 

t h i n  nystem no rnquirod by 007 KAR 5 1 0 2 6 ,  Soction 3 ( 4 ) .  

P I N D I N Q B  

1. Tho 17,G milor o f  pipelino including thm lateral line 

which Hioovllle-Knob Lick ham inntolled and maintainad ir 

oprratod am a orlP-oontainmd gar eyrteu, the only purporo 

of which at prormnt is to provide rervicm to end-urorm. 
Nono cf tho gar proront in tho systam lsaves tho syrtmm. 
Oar eorvioo to any ond-urer connected to this pipmlino 

rmpreronto 4 dlrtribution utility function definod In 
KRB 278,010(3)(b), 

# 

2 .  Tho only current sourco cf gar for customers conneotmd to 

the Bloovillo-Knob Lick gar syrtom is approximately 18 

naturrlgar/oilwmllr roattrrodalong the pipmlinm rou 0. 
.-; 

Thm wrllr arm idrntified an the 6 .  Wilron woll (I)# 

York wall (I), Alton Shirley wrllr (S), Euml Orimr 

(I), 8 .  R. Carvor wall ( t ) ,  Roger Burrir well (I), A%.= 

Moklillian wall6 ( Z ) ,  Dr. Floronco Rich woll (l), Wayno __ 
Poyntor well (l), and Jadio Paroonr wolle (3). Thm 

prcrmueo in thm pipollno from there walls war not 

abtolnad during tho lnspectionr howaver, Lt is asrummd to 



Ileporr. - Hioavillo-Knob Lick Cas Plpclino Sy8tOm 
MAY 25, 1994 
Pago 4 

be low. During the 1993-94 heating oaason, line prarrura 

war reported to have dropped significantly enough to 

caura curtomar inconvanienca. According to Mr. Parrons, 
durinp this period ha aeked several individuals who had 

wells of their own to allow production from their wallr 

to onter the Hieeville-Knob Lick gall QyQtem in order to 

provldo gas to i t a  cuetomore. In Stalf'n opinion, it 

would appear the 18 wells are inadequata to provida a 
reliable supply of gar to the customarm during anothar 

haatinp saaaon. 

.+. . 

3. The Hirevilla-Knob Lick gar ayrtem, presently har 
approximatoly 10 curtomers. All customers are metarad, 

but receive free gar in exchange for laamam and rightr- 

0r-w.y. 

4 .  A large comprerror located nrar the tap/connection point 

with the TOT line doen not appear to be connected to tho 

ayrtam, and various lengthr of  pipe connection have baan 
removed. Irrr4(111pi 

5.  8.8.d upon atafr obrarvationr, tha Kiraville-Knob ti 

gA9 ry8tOm d0.r not hAV0 adaquata pipelina markarm a 

tha routes of tho pipalinor it ham inrtallad. 
. . ._. 

I .  

RECOMMENDATIONS .. 
1. Hireville-Knob Lick should be declaeeda gar diatrfbution 

utillty and be required to develop and file with the 

Comminoion an Operating and Maintenance Plan le07 KAR 



:lapor:. - Hloavi?:e-Knob Llck Gas P 

5 : 0 2 2 ,  Section 13(2)(b) 

1 
..a 

3 .  

4. 

5.  

peline Systom 

41022, Section 13(9)1, a Damage Prevontion Program 

K A R  5 1 0 2 2 ,  8eoticn 13(8)1, and 4 Drug Tilting Plan 

KAR 510231. 

, an Emergency Plan [E07 KAR 

807 

807 

Hiseville-Knob Llck o h a l l  bo roquired to demonstrate that 

I t  has an adequate and reliable oupply Of gas t o  meat 

current local customer noeds during poak wintor demand 

porioda, and ehould Hirevillo-Knob Lick bo unable to 

demonstrate such ability, Staff m y  racommond tho 

abandonment Gf thio symtmm, and curtomera will bo 

notifled to aocura alternative heating mouroom. 
Hiseville-Knob Lick should provide any actual production 

figurer or woll toat. It ham regarding ita eximtlnp 

wallm . 
Hheville-Knob Llck should eubmit a llrt Of all end-umo 

curtomars who were provided gam service during the poriod 

Of Saptsmber 1, 1993 through April 1, 1994. 

# 

Eimoville-Knob Liak'm moters and rogulatorm at .1L 
aumtmor rorvioer ahould aomply with 807 KAR 5#022', l*Ll 

matton g(z)(a), (b), to ) ,  and ( r ) .  I,&*., 
** .I.#; 

TOmt roquiro~wntm for morviao llnmm and plmmtlc pipolhorn 

before being placed in service should comply with 807 KAR 

51022, Section 11(6)(a), (b), (c)! and Beofion 11(7)(a)# 

(b), (c), and (d). 



Report. - Hlsevillu-Knob Llck Gam Plpallna Syatom 
rage 6 
May 25, 1994 

6 .  Hlesvlllo-Knob Llck 8hould OpmratE ita PymtWII at 

prammuram Ln compllanom with 807 KAR 5 i 0 2 2 ,  amotion 

13(12)(a.) and (b) and acotion 13(13)(a) and (b). 

7 .  Any iervico llnaa rainstatad Por aarvico  by lllaovillm- 

Knob Llck, or any faallitlor which Hleovlllo-Knob Llah 

abandon5 or inactivates, nhculd comply with 007 KAR 

51022, Sectlcn 1 4 ( 1 4 )  and (15). 

8. Eaoh Hlmmvlllm-Knob Llck cumtomar Ehould bm mparrtrly 

metered to comply wlth 807 KAR 5 1 0 2 2 ,  Baation 8(2)(o), 

inoluding oumtoamrm who broriva yrm am OolPprnrrtion for 
~aammm and rightm-or-wry (807 WAR 51012,  srotion 

. ., 
# 

8(2)(b)l* 

9 .  Bimsvillm-Knob Llak'm inatallation of plamtio pipm rhould 

oomply with 807 KAR 51022, 8aotion 7(12)(a), ( o ) ,  ( a ) ,  
(E), and ( 0 ) .  Thm dapth or Ximavilla-Knob tiak@r plrrtio 
pipmllnarr and whmthmr traomr wira (or othar mrano' o f  

locatlon) ham bmmn umed la unolmrr and rhould ba tha 

Cocum or a follou-up inmpaotion. 
10. Elmavilla-Knob Liok mhould mubi t  t8rlfL .I I 

i blmtribution utility with &11 ratam, mrrvioam, and' 

it lntmndm to provida. BLmavLlls-Knob Liak'm *., &* 

ehould addrem tn some manner thO froe gam whiah 
Aiaovllle-Knob Liok currmntly providma to moma oumtomrir 
and such ratem and amrvlom should be in oomplianoa wlth 
KRB 278.030 and KRB.170. 

I. 



lisporr - HleevilLa-Knob Lick Gaa Plpeline Symtam 

May 2 5 ,  1994 
PeQ0 7 

11. Plpeline markers instrllod by Hiaevilla-Knob Lick should 
aomply with 807 KAR 51012, Section 14(5)(a), ( a ) ,  and (d) 

1 and 2. - 
RaspactCully eubmittad, 

MH/ml!. 
Attaohments 

0.ologi.t .# 

:, :  



Exhibit a 

Damcriptiva Summary 
Hiaaville-Knob Lick 011 Sorvica AKaa and PipOlh. 

Piusline Namai Rioavillo-Knob Liok Pipolino 

Locationt Baginning about 1 milo northwont of BLmoVill~, Kontuok 
along Ky. Rta. 70 and continuing mouthoamt and 0a.t a total of 17. 
milom to an intarconnaction with Toi~naraam O w  Tranmminaion pip.- 
lino about 1 l;Z milem aaat of Knob Lick, Kentucky. Tho B(LKK0n- 
Metcalfla County ling biaecta thir pipallno notwork. 

'**. . a,:.ika 

I I  

NO. of cuatomarsi Approximataly 10, po8ribly mavarrl mora not yot 
ldanti€iad. 

Conmtruotiont AppKOXl1~at.1 25,000 h o t  of 6-lnoh plamtio ipm and 
One lateral co~iirtlng of 18,000 faot of a-inch plritia pip. 
located in tho Lovim Knob arm of Barron county. 
(~pproximatoXy ~ 0 , 0 0 0  root o l +inah plaitia pip. in tha IO. P n Una. 

BOUKOO of Qaot Ayproximatcly 18 loaal oil/gam wollr. 

0 



APPENDIX E 
APPENDIX TO AN ORDER OF THE KENTUCKY PUBLIC SERVICE 
COHnISSION IN CASE NO. 95-436 DATED 10/6/95 

I 
NATURAL GAS OF gIENTuQLy 



F A X  T R A N S M I T T A L  M E M O  
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7. See nirmhr J bbovs 


